Abstract: A number of typologies have been developed in the strategic management literature to categorize strategies that an organization can pursue at the business level. Extensive research has established Porter's generic strategies of (1) cost leadership, (2) differentiation, (3) differentiation focus, (4) cost focus, and (5) stuck-in-the-middle as the dominant paradigm in the literature. The purpose of the current study was to research competitive strategies in the Israeli ambulatory health care system, by comparing managerial perceptions of present and ideal business strategies in two Israeli sick funds. We developed a unique research tool, which reliably examines the gap between the present and ideal status managerial views. We found a relation between the business strategy and performance measures, thus strengthening Porter's original theory about the nonviability of the stuck-in-the-middle strategy, and suggesting the applicability Porter's generic strategies to not-for-profit institutes in an ambulatory health care system. Firms that adopt a focus strategy target narrow segments of the market, rather than the market segment as a whole. To succeed, they still need to achieve either cost leadership or effective differentiation, but their market is more limited in scale. Through cost focus or differentiation focus, firms seek to exploit differences between what they can do for specific segments and what their competitors can do. These differences imply that the segments are more poorly served by broad-based competitors than they would be by competitors who serve them alone. By directing firms' capabilities to specific target segments, the focuser seeks competitive advantage even though it does not possess a competitive advantage in the market overall. One prerequisite for a focus strategy is that the target segments are somehow different than other segments in the market.
A number of typologies have been developed in the strategic management literature to categorize strategies that an organization can pursue at the business level. Extensive research has established Porter's generic strategies as the dominant paradigm in the literature. The following strategies were defined by Porter 1 : 1) Cost leadership -When striving to be a cost leader, cost reduction becomes the major theme running throughout strategy. A low-cost strategy addresses facilities, operations, overheads, cost saving from experience, and being relatively frugal in such areas as R&D, service, sales force, training and development, and advertising. 2) Differentiation-This generic strategy aims at creating a product or service that is unique. Such organizations hope to create brand loyalty for their offerings, and thus, price inelasticity on the part of buyers. Breadths of product or service offerings, technology, special features, or customer service are popular approaches to differentiation. The differentiation strategy must typically be supported by heavy investment in research, product or service design, and marketing. Firms that successfully differentiate themselves are rewarded for their uniqueness with a premium price. The economics inherent in this generic strategy require that the premium exceeds the extra cost incurred in being unique.
Firms that adopt a focus strategy target narrow segments of the market, rather than the market segment as a whole. To succeed, they still need to achieve either cost leadership or effective differentiation, but their market is more limited in scale. Through cost focus or differentiation focus, firms seek to exploit differences between what they can do for specific segments and what their competitors can do. These differences imply that the segments are more poorly served by broad-based competitors than they would be by competitors who serve them alone. By directing firms' capabilities to specific target segments, the focuser seeks competitive advantage even though it does not possess a competitive advantage in the market overall. One prerequisite for a focus strategy is that the target segments are somehow different than other segments in the market.
In his essays, Porter emphasizes that a business should commit to one and only one generic strategy. Failing that are firms that are stuck in the middle, which is defined as a failure strategy. Such firms:
. . .lack the market share, capital investment, and resolve to play the low cost game, lacking the industry wide differentiation necessary to obviate the need for a low cost position, or the focus to create differentiation or low cost in a more limited sphere. 1 There is however a body of research that contradicts Porter's view and offers, that under certain conditions, a combination of strategies, such as cost leadership and differentiation, may be the best way of creating a sustainable competitive advantage. 2 Examples for non-health-care-related research regarding the applicability of Porter's generic strategies can be found in: 1) One study 3 examined banks' competitive behaviors and their relationship with performance in an Asian international banking center, Hong Kong. By and large, the results of the study have provided evidence to support the external validity of Porter's strategy typology. The results have nevertheless suggested that cost focus might not be a viable strategy for niche players in the banking sector due to the difficulty in reaping scale economies. 2) Another study 4 examined a question raised by the advent of e-business: Will the strategy types found among e-business firms resemble Porter's generic strategies? The authors concluded that integrated strategies which combine elements of cost leadership and differentiation will outperform cost leadership or differentiation strategies. 4 Although the applicability and viability of Porter's generic strategies have been examined by numerous strategic management researchers, the health care research on this topic is almost nonexistent.
A study has examined the application of Porter's generic strategies to the U.S. hospital industry. 5 The sample for this study included chief administrators of 600 acute care hospitals. The questions were based on the activities associated with differentiation and low cost strategies, using special scales to measure the extent to which an organization uses these two strategies. Hospitals were found to be divided into five groups: cost leaders (28%); focused differentiators (16%); stuck-inthe-middle (11%); focused cost leaders (37%); differentiators (8%). The organizational performance of the sample group was measured using a subjective approach, which consisted of asking respondents for their assessment of their organization's performance on various measures.
The performance criteria used in this study included the traditional measures of organizational performance (return on new services/facilities and profit margin) and two other performance criteria-success in retaining patients and success in controlling expenses. Results: Focused cost leaders and focused differentiators showed a superior performance, while the stuck-in-the-middle group showed the poorest performance. The remaining two groups showed an average performance.
A translated and adjusted version of Kumar's work studied performance implications of Porter's generic strategies in Slovak hospitals. 6 A questionnaire was administered to eighty-one chief administrators of acute care hospitals having thirty or more beds. Organizational performance of the sample was measured using a subjective approach, which consisted of asking respondents for their assessment of the organization's performance on various measures. Results: Focused cost leaders (33%) showed an average performance. Stuck-in-the-middle organizations (49%, primary emphasis on cost leadership in combination with high emphasis on differentiation and focus strategy) were found to have a superior performance. ''Wait-and-see'' hospitals (13%, a term unique to this articleorganizations that seem to adopt a passive stance, placing only average emphasis on the low-cost position, and low accent on differentiation and focus strategy) had the poorest performance. Cost leaders (5%) showed an average performance.
The major disparity discovered, while comparing both studies presented above, focuses in the performance of the ''stuck-in-the-middle'' group. A study found that this group had the poorest performance, and concluded that Porter's view of the nonviability of a stuck-in the-middle strategy appears to be largely true in the hospital industry. 5 Another study found that this group was associated with superior performance and is consistent with researchers who dispute the compatibility of Porter's generic strategies. 6 It was hypothesized that this disparity may be associated with the differences in the nature of the hospital industry in the United States and the Slovak Republic, and the current stage industry evolution. 6 The ambulatory health care market in Israel is composed of four sick funds, all of which are not-for-profit institutions. Since the ''National Health Insurance Law'' was introduced in 1995, each citizen is entitled to enroll (free of charge) a sick fund of his choice, and transfer between funds once in six months. The sick funds provide the patients ambulatory care, and also pay for their hospital care when required. The market is regulated by the government, yet highly competitive. The performance measures used to evaluate the sick funds are: patient satisfaction rates, patient transfer rates between funds, financial balance, and cost containment. The present and expected competitive strategies of sick fund managers in Israel have not been researched sufficiently yet.
The purpose of the current study was to research competitive strategies in the Israeli ambulatory health care system in light of Porter's theory, by comparing managerial perceptions of present and ideal business strategies of 145 managers in two Israeli sick funds, using a unique analysis method.
There are fundamental differences between the sick funds examined in the study. Sick fund ''A'' (SFA) has a larger number of patients. It is known to have inferior performance measures (low patient satisfaction rates and a negative patient transfer balance. It is also financially unbalanced). Sick fund ''B'' (SFB) is a smaller sick fund that is known to have superior performance measures (higher patient satisfaction rates and a positive patient transfer balance. SFB is financially balanced).
METHODOLOGY

THE SAMPLE
The data for this study have been collected during August 2002. The sample for the study consisted of 145 managers (56 in SFB, 89 in SFA). In each sick fund, the manager sample was heterorganic. It was composed of junior managers (dental office managers, general clinic managers) and senior managers (district managers, department and wing managers in the sick fund's central office). All the above managers were the recent graduates of a course titled ''Business strategies in the health system,'' taken as a part of their Master Studies in Health Administration (M.H.A.) in Ben Gurion University. One of the study authors belonged to the course staff. None of the study authors had a relation of any kind with the studied organizations.
A questionnaire was constructed and presented to the above sample. Respondents were requested to score the extent to which each one of the competitive strategies is being used in their own sick fund in light of Porter's theory. The questionnaire also included other questions regarding other typologies, which are not relevant to the current study. Strict confidentiality was promised to all subjects regarding their answers, in order to prevent personal affiliation from influencing on subjects' answers. A translated version of the questionnaire is presented in Appendix A.
MEASURES USED IN THE STUDY
Each of the 145 respondents was asked to rate on a scale of 1 to 100 a total of 10 variables, giving to a total of 1450 answers in our study. The questions were divided into two groups, each consisting of five variables. In the first group of questions, the respondents were asked to evaluate on a scale of 1 to 100 the extent to which each of Porter's generic strategies (cost leadership, cost focus, differentiation, focus differentiation, stuck in the middle) is being implemented by their sick fund in all its activities (''present view''). In the second group of questions, the same respondents were asked to evaluate on an identical scale the extent to which each of the above strategies should be implemented by their sick fund (''ideal view'') in all its activities. The numerical scale was defined to the respondents to be divided as following: 0-20, very low; 20-40, low; 40-60, average; 60-80, high; 80-100, very high.
ANALYSIS
For each of the above ten variables (divided according to the respondent's sick fund), we calculated an average value between all the answers. Student's t tests were performed between the variables collected through the questionnaires. The t tests were performed in order to discover whether significant differences exist between: 1) Present status rating of SFA versus. SFB managers. 2) Ideal status rating of SFA versus. SFB managers.
3) Ideal versus. present status rating within each sick fund.
Reliability of the answers was not tested formally due to structure of the database (no testing-retesting was done, and there are no repetitive items in the questionnaires). 
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RESULTS
A total of 145 fully completed questionnaires was obtained (100% response rate). A summary of the results according to evaluating factor (on a scale of 1 to 100) is presented in Table 1 .
SFB managers rated cost leadership first, and then differentiation, cost focus, focus differentiation, and stuck in the middle. Rating order was identical in present and ideal sick fund views.
In the present status, SFA managers rated cost leadership first, and then cost focus, stuck in the middle, differentiation, and focus differentiation. In the ideal status, SFA managers rated cost leadership first and then differentiation, focus differentiation, cost focus, and stuck in the middle.
Comparing SFB and SFA managerial perceptions regarding present status, we found significant differences between all the variables ( p < .005). Comparing to SFB, SFA managers use significantly less the cost leadership, focus and differentiation strategies, and employ significantly more the stuck in the middle strategy.
Comparing SFB and SFA managerial perceptions regarding the ideal use of each of the competitive strategies, we found significant differences only in the differentiation focus variable, which was rated significantly higher ( p < .005) by SFA managers.
Comparing the ideal versus present status, SFA managers rated cost leadership, differentiation, and differentiation focus strategies present use significantly lower than ideal ( p < .05), whereas stuck-in-the-middle strategy present use was rated significantly higher than ideal ( p < .05). SFB managers rated cost focus, differentiation, and differentiation focus strategies present use significantly higher than ideal ( p < .05).
Internal differences among different level managers' answers were found to be statistically insignificant, and therefore were not included in study results.
DISCUSSION
In our study, we used subjective measures (manager selfratings) in order to learn about current and envisioned strategy implementation. It is worth noting that a study used both the subjective approach and objective measures, and has found significant correlations at .001 level or higher, offering strong support for the validity of the subjective measurement technique as a substitute for ''objective'' data, and for viewing managers as one of the most accurate sources available for evaluating organization's business practices and performance. 7 For-profit and not-for-profit hospitals have essentially different strategic orientations. 5 In particular, about 45 percent of the for-profit hospitals were found to be pursuing some form of differentiation strategy, while another 45 percent were pursuing some form of lowcost strategy, and 10 percent were stuck in the middle. On the other hand, 75 percent of the not-for-profit hospitals were pursuing some form of low-cost strategy, 13 percent were pursuing some form of differentiation strategy, and 12 percent were stuck in the middle. The current study included not-for-profit institutions, and indeed our findings, regarding the dominance of costoriented strategies in both sick funds, appear to be in line with Kumar's findings.
The present status rating of SFA managers is composed of high emphasis on cost-oriented strategies and on the stuck-in-the-middle strategy, and low emphasis on focus-oriented strategies. This rating is significantly different of SFB managers' present status rating. The most striking difference when comparing the above two is the significantly higher rating given to the stuck-inthe-middle strategy by SFA managers. It was also found that SFA managers place a significantly lower emphasis on differentiation and focus strategies compared with SFB managers.
When comparing the ideal status ratings of SFA versus SFB managers, it is noted that a significant difference was found only in one strategy (differentiation focus). Thus, it can be deduced that the ideal status vision is comparable among managers from both the sick funds tested, forming a ''joint ideal view. '' In contrast to the above, when comparing the present status ratings of SFA versus SFB managers, we found significant differences between all the variables.
Thus, while the ideal status view is comparable between managers from different sick funds, the present status deviates vastly from the ''joint ideal view,'' to a different direction in each sick fund:
1) Comparing to their ideal status, SFA managers presently employ significantly more the stuck-in-themiddle strategy, and significantly less all the other strategies except cost focus. 2) Comparing to their ideal status, SFB managers presently employ significantly more the differentiation, differentiation focus, and cost focus strategies.
The above two deviations from the ''joint ideal view'' can be correlated to the organizational performance measures. It seems that the use of the stuck-in-themiddle strategy in SFA was related to lower organizational performance measures, whereas the use of differentiation, differentiation focus, and cost focus strategies in SFA was related to superior organizational performance measures.
CONCLUSION
In this study, we developed a unique research tool, which examines the gap between the present and ideal use of competitive strategies by health care organizations. Using a managerial survey, this tool was applied to two sick funds tested in our study, and correlated to performance measures.
In resemblance to other findings, 5 we found that the superior performance sick fund is characterized by a relatively extensive use of differentiation and focus strategies, while the failing sick fund is characterized by a relatively extensive use of the stuck-in-the-middle strategy.
The application of Porter's generic strategies to notfor-profit institutes in the ambulatory health care system has not been researched sufficiently until now. In our study, we found a relation between business strategy and performance measures of two big Israeli sick funds, thus strengthening Porter's original theory about the nonviability of the stuck-in-the-middle strategy, and proving the applicability of Porter's generic strategies to not-for-profit institutes in the ambulatory health care system.
